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• We sec telephony as attractive in the long-term, but Iridium's short-term subscriber ramp-up

problems make us cautious. Satellite telephony systems are a valuable complemenl 10 tod,{ s
cellular infrastnJcture. We estimate that current cellular networks cover approximately 10% of~he

world's surface area. Satellite systems should take over where terrestrial systems leave off.

• Early-stage industrY wi!h immense long-term potential. We expect satellite telephony systems to
serve over 17 million subscribers by 2005. This growth comes from a base of approximately 100.000
subscribers (including Inmarsat) as of year-end 1998.

• Despite !he latency disadvantages GEO systems have vs. LEO systems. we expect regional GEOs to
carve out relatively defined markets based upon their local market !<now-how and consumer
familiarity .

• Poor urban service quality may set back initial consumer acceptance. Firstlleneration satelliles may
have difficulty WOrkinll in metropolitan areas. When using the phones outdoors. buildings can block
a handset's line of sight to the satellile(S). potentially disrupting service.

• Global start-ups come with difficulties. Despite the service merits of satellite telephony. Iridium·s
slow start has shown that subscribers don't find providers. but rather, providers mUSI find
subscribers. This is a complex task for a company, whose marketplace encompasses 150 to 200
countries, varying regulations, numerous distributors and countless cultural and language barriers.
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• We ultimately envision a satellite telephony marketplace where most cellular handselS have satellite
modes. Total subscribers and satellite minutes of use (MOU) would continue to move up, while
averaae satellite minutes of use (MOU) per month per subscriber would fall significantly as the
subscriber base quickly shifts from "the global !Javeler" 10 the "occasional roarner.··
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Slllllbl Broldblnd Sinteis
• We expect 14.7 million satellite broadband subscribers by 2008 accounting for approximately 9.8%

of the broadband market.

• Two-way satellite broadband already exists, but high costs currently limit satellite broadband to
commercial applications. Hughes' DirectPC and Oilat's SkySurfer already deliver two-way
broadband services via satellite, but at price points too high for consumer and some commercial use.

• Satellite broadband projects continue to fall by the roadside. Reality has set in for some satellite
providers. POlenlial satellite broadband providers face numerous obstacles: J) making the requisile
hardware affordable to consumers; II) using the Ka-band; and III) raising the billions in required
financings. Due 10 these difficulties, projects like MOlorola's Celestri were dropped and Cyberstar
and Teledesic were scaled back.

• By 2003, we expect at least one broadband system to be in full swing after being deployed in
2001/2002.
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Sllellne RldlllDARSl
• Satellite radio (OARS) will emerge to become a $7.5 billion global industry by 2007.

Y.i.
• DARS could be the next consumer phenomena. OARS has the ability to improve terresuial radio' 5

potential by offering a better signal quality, greater coverage and fewer commercials. The potential
is immense. There are over 178 million addressable vehicles and 100 million households that OARS
services could target.

• factory-installed OARS car receivers should accelerate subscriber growth. DARS receivers may
soon be a standard option in new cars, since DARS providers are currenlly negotiating agreements
with auto manufacturers to have receivers factory-installed. We believe lhat if OARS receivers
become a standard equipment/option, conswners will be more inclined to purchase the service.
Nevertheless, we also believe that aftennarket sales will be quite meaningful.

•

•

We expect CO Radio and XM Satellite [0 radio to evenly split the auto market. However. CO Radio
Radio does not plan to enter the home market initially, leaVing the home market to XM Satellite
Radio. Therefore, on a combined basis, we expect XM Satellite Radio to have a slightly higher share
of the overall DARS market.

We project U.S. OARS penetration to reach roughly 18% by 2008.

Int,mat!olll!
• International OARS services. currently just WorJdSpace. will be an invaluable service to consumers

in emerging markets. Those consumers often face a lack of programming breadth; in very remOle
localions, many do not curremly have any radio reception.

• Given the lower income per capita and the diflicuilles in target marketing an intematiortal DARS
servIce, we expect its peneuation rates to be a fraclion of those initially experienced in the U.S.
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